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INDUSTRIAL GROWTH is vital to the economic health of 
most cities and towns throughout New England and 
other leading manufacturing areas. Both the expansion 
of existing producers and the attraction of new manu- 
facturing establishments result in local employment in- 
creases, but the addition of new firms can produce much 
more rapid gains. Since the close of World War II, 
communities all over the country have intensified their 
campaigns to bring in new industrial concerns. 

Most communities have discovered that old-fashioned 
booster salesmanship is not enough to attract new 
manufacturers from other areas. Companies seeking 
locations for branch plants or new enterprises generally 
examine carefully the characteristics of proposed towns 
that would affect their competitive strength. They 
usually select a final location on logical grounds rather 
than on the weight of publicity. 

The availability of suitable existing or newly built 
industrial plants in a community is often the factor 
which swings a location decision for or against the 
community. Many large industrial firms are able to 
finance from internal funds the construction of new 
plants in locations selected for other reasons, but most 
smaller companies cannot do so. Even some concerns 
which are financially able to build their own new fac- 
tories prefer to lease plants. 

The shortage of adequate industrial space in a great 
many towns and cities has been overcome through 
community programs to construct new plants or to pur- 
chase older plants and renovate them for new occupants. 
Such programs have been remarkably successful in 
many instances in attracting new manufacturing con- 
cerns and in helping existing firms to grow.’ 

Some New England towns and cities have not kept 
pace with the postwar industrial development because 
of a shortage of suitable plant space. While it is well 


1For a general discussion of the scope and results of these programs, see “‘In- 
dustrial Foundations: A Community Method of Financing Industrial Growth,” 
Monthly Review, January 1950. 
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The industrial-foundation device has been em- 
ployed by many New England communities, and 
it is being used by an increasing number. Seven 
local development corporations in New England 
have constructed 18 new manufacturing plants 
with a total of about 750,000 square feet of floor 
space since World War I. Those plants now em- 
ny approximately 3,070 workers. Twelve com- 
munity corporations have taken over 148 idle 
industrial buildings and sold or leased them to 
new occupants during the same period. The con- 
cerns in those plants currently give employment 
to about 19,000 persons. 

The foundation technique of industrial financ- 
ing has been so successful that several additional 
New England communities have recently or- 
ganized local development corporations, and 
many more are currently considering their estab- 
lishment. The funds raised by industrial founda- 
tions provide a margin of safety which makes it 
possible for established institutions to aid in 
financing projects in which they would otherwise 
not be able to invest. 





JULY 








known that communities in other sections of the country 
have formed local corporations to construct new plants 
or to purchase older plants and make them suitable for 
new occupants, it is widely held that New England 
communities have done little along these lines. A de- 
tailed investigation has disclosed, however, that a 
number of New England communities have been actively 
engaged for years in efforts of this sort to promote their 
industrial development. Many others have started such 
programs since 1945. Several more are currently con- 
sidering the establishment of community development 
corporations to promote their industrial growth and to 
expand local payrolls. 

This article describes what New England communities 
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have done and are doing to build new industrial plants, 
make space available in existing buildings, and other- 
wise aid prospective and established local manufac- 
turers. In succeeding issues of the Monthly Review we 
shall present more detailed case studies of some of the 
outstanding community efforts in New England. 


Industrial Foundations 


That Have Built New Plants 


At least seven New England communities have some 
form of industrial foundation which has built one or 
more plants for the use of new manufacturers in the 
community. In general, the industrial concerns have 
leased the plants with options to purchase. 

A variety of conditions have influenced the establish- 
ment of local development corporations in New Eng- 
land. The most frequent stimulus has been the need for 
modern industrial plants to enable the community to 
expand, particularly in view of the requirement of many 
prospective manufacturers for space on a rental basis. 
Other objectives have been the desire to diversify the 
industrial base of the community, to lessen its depend- 
ence on a declining industry, and to keep ambitious 
young people from leaving the community by providing 
more local jobs. 

Of the seven community corporations which have 
built new plants, the Keene (New Hampshire) Develop- 
ment Company and the Danbury (Connecticut) Indus- 
trial Corporation were established more than 30 years 
ago. The Laconia (New Hampshire) Industrial Develop- 
ment Corporation, the Brattleboro (Vermont) Shoe 
Building, Inc., and Amoskeag Industries, Inc. (Man- 
chester, New Hampshire), were formed during the 
depression years of the 1930’s. Local corporations in 
Groton, Vermont, and in Belfast, Maine, have been 
established since World War II. 

Only one community in this group has a population of 
more than 25,000 persons. The smallest community has 
less than 2,500 inhabitants. Two towns are in the 2,500 
to 10,000 class, and the other three fall in the 10,000 
to 25,000 population group. The industrial-foundation 
device has been used more in small and medium-sized 
communities than in the larger cities, mainly because 
the need for this type of action can be more plainly 
seen in smaller communities. It has been easier to 
generate enthusiasm for such projects and gain the 
support of all community groups in the smaller cities. 

The industrial foundations in these seven New Eng- 
land communities have constructed eighteen new 
factory buildings. Those plants contain 750,000 square 
feet of modern industrial floor space, and their annual 
rentals range from 14 to 50 cents per square foot. The 
concerns which now occupy the plants currently employ 
about 3,070 persons. 


Parp-1n CapITAL 


The paid-in capital of the seven foundations ranges 
from $34,000 in Groton to the $163,000 raised in Dan- 
bury in 1918. The amounts raised in the various com- 
munities show little correlation with their populations. 
Some of the small towns have raised more capital than 
the larger ones, although a few of the larger communi- 
ties are currently enlarging their paid-in capital or are 
considering such expansion. 
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All seven community corporations raised their capital 
by the sale of stock to local residents. None was set up 
as a money-making venture. The objective was to pro- 
vide a source of risk capital to promote the industrial 
development of the community in situations which’ 
established financial channels could not handle. 

Investment in the corporations has been worth while 
for most individuals and groups in the areas, even 
though they were not established for the purpose of 
making a profit. The foundations have brought new 
industrial concerns to their communities, creating new 
jobs for industrial workers, new business for merchants, 
professional people, utilities, banks and the service 
trades, and new sources of taxes for local governments. 
They have also increased or preserved land values to 
the benefit of existing real estate owners. While they 
may appear to be of no immediate benefit to manu- 
facturing concerns already located in the community 
which do not produce for the local market, far-sighted 
manufacturers were the largest investors in some of the 
development corporations. They realized that they 
would share in the long-range benefits of operating in 
prosperous communities and that increases in local 
manufacturing would aid them, in part by reducing 
their taxes. 

The number of stockholders ranges from 40 in one 
foundation to more than 1,000 in the Danbury In- 
dustrial Corporation. Three foundations sold low- 
denomination stock ($10 to $50 a share) to large num- 
bers of townspeople to raise their capital. The other 
four sold $100 shares mainly to the businessmen of the 
community and made noeffort to get wide participation.” 


OTHER SouRCEsS OF FuNDs 


In addition to the sale of stock, the New England 
foundations have drawn upon other sources of funds to 
some extent. The industrial foundation in Belfast cov- 
ered most of the cost of the new plant it built from its 
own funds. The Belfast Industrial Building Association 
also borrowed a small amount from the company that 
occupies the plant. 

Amoskeag Industries, Inc., which was formed in 
1936 in Manchester to take over the buildings of the 
Amoskeag Company when that concern closed down, 
had sold or leased most of its industrial space by 1948. 
In 1949 it constructed a new building with 32,000 
square feet of space which was soon leased to two 
concerns. The money for the new plant came from a 
surplus which the corporation had built up from the 
sale and lease of its other property. 

The local building corporations in Danbury, Laconia, 
Keene, Brattleboro, and Groton have used the capital 
obtained from the sale of stock as equity money. They 
have borrowed additional sums from insurance com- 
panies and banks on a mortgage basis to add to their 
own money for the construction of plants. With the 
capital of the industrial foundations available as a 
margin of safety, financial institutions have been willing 
to lend money for the erection of buildings that they 
otherwise might not have been able to finance. 

The foundations have given the greatest assistance 


2The Laconia Industrial Development Corporation recently increased its 
authorized capital from $50,000 to $250,000 and reduced the par value of its 
stock from $100 to $25 so that a larger number of persons could buy the stock. 
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to industry by providing sites and constructing plants 
on a reasonable rental basis, but most of them have 
gone further. Some have provided managerial assistance 
and advice, some have helped their tenants establish 
relations with banks for working-capital loans, some 
have assisted industrial firms in obtaining workers, 
and one has helped to settle labor-management disputes. 
In addition, all of the community corporations have 
shown a cooperative attitude toward industry and have 
indicated a willingness to help whenever they could. 
PROTECTIVE FEATURES 

All of the New England industrial foundations have 
protected themselves by making thorough investiga- 
tions of the integrity and financial responsibility of the 
concerns to which they have leased their plants. Pre- 
liminary investigation of the aided concerns and the 
maintenance of close relations with them have been the 
only protective features used by most of the community 
corporations. One foundation requires that the tenant 
forfeit all improvements he has made in the factory, 
however, should he break the terms of the lease. The 
corporations which have sold plants to tenants have 
protected themselves by taking mortgages on the plants. 

The industrial foundations which have built new 
plants are all directed by public-spirited businessmen 
who willingly donate their time and effort in order to 
broaden the industrial base and increase the industrial 
payroll of the community. Five of the foundations do 
not maintain offices. Amoskeag Industries, Inc., whose 
primary purpose is the handling of existing rather than 
new plants, and the Danbury Industrial Corporation 
both maintain offices with paid secretaries, but the men 
responsible for the management of these corporations 
are not paid. 

While none of the local development corporations was 
established with the idea of making a profit for its 
stockholders, the five with the longest operating ex- 
perience have been successful financially and have paid 
dividends to their stockholders. The two established 
most recently were set up with the objective of repaying 
from rental income the purchase price of the stock over 
ten years in one case and 30 years in the other. 

The five foundations that have paid dividends have 
returned from 51 to 251 per cent of the money originally 
put up by their stockholders, either in yearly or in 
liquidating dividends. A large part of the money for 
dividends has come from the sale of plants, rather than 
from rental income. One foundation has returned 185 
per cent of the money its stockholders invested. It paid 
six per cent dividends for 12 years and then sold the 
plant it owned and distributed a 113 per cent liquidat- 
ing dividend. Another foundation has paid three per 
cent annual dividends for 13 years. The other founda- 
tions have not paid regular dividends, but from time 
to time they have distributed portions of cash surpluses 
which have built up. 


PLANS FOR EXPANSION 


Four of the New England industrial foundations that 
have built new plants in the past plan to construct 
more new factory buildings and are working on plans 
to do this. One has increased its authorized capital five- 
fold, has lowered the par value of its stock so that more 
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people can afford to participate, and has started a list 
of new stock subscriptions. 

In addition to the seven corporations which have 
built eighteen new plants on a nonprofit basis, one new 
plant was recently built by a local businessman in 
North Walpole, New Hampshire, for a new manufac- 
turing concern. The 15,000 square-foot, modern, one- 
story building is said to have cost $70,000 to construct. 
The individual who put up the money is reported to be 
getting it back at the rate of $1,000 a month in rent. 
At the end of 70 months the manufacturing concern 
which is occupying the plant will own it free and clear. 
The businessman who financed the plant on a nonprofit 
basis believes that the arrangement makes good sense 
and has offered to do the same thing for other concerns. 


Community Corporations 


That Have Bought Vacant Mills 


In addition to the industrial foundations which have 
built new plants, several New England towns and 
cities have formed local corporations to purchase idle 
industrial buildings and bring new occupants into them. 
Four communities took such action when the largest 
local employer closed down and the community faced 
chaos unless something was done soon to provide new 
sources of employment. What was done in Manchester, 
Nashua, and Newmarket, New Hampshire, and in 
Ware, Massachusetts, is quite widely known. 

Six other communities that formed local corporations 
to take over vacant industrial buildings and sell or 
lease them to new occupants were not in such desperate 
circumstances when they took action as the four just 
mentioned. The stories of Rochester, Berlin, and Clare- 
mont, New Hampshire; Portland, Maine; Woonsocket, 
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Rhode Island; and Pittsfield, Massachusetts, are not 
so well known. The action which each of them took was 
intended to prevent a critical situation from developing. 
They brought in new concerns to occupy vacant indus- 
trial space before they found themselves in very 
serious trouble. 

These ten New England community development 
corporations that have taken over vacant mills and sold 
or leased them to new occupants were formed from two 
to 31 years ago. The Pittsfield Industrial Development 
Corporation was founded in 1919, and the Rochester 
Factory Holding Company was established in 1929. 
The Newmarket Industrial Associates was formed in 
1933, Amoskeag Industries, Inc., in 1936, Ware Indus- 
tries in 1937, Woonsocket Community Enterprise, Inc., 
in 1940, the Claremont Industrial and Development 
Company in 1945, the Greater Portland Public De- 
velopment Commission and the Berlin Industrial 
Realty Company in 1946, and the Nashua-New Hamp- 
shire Foundation in 1948. 

The average size of these communities is somewhat 
larger than the average of those that have formed cor- 
porations to build new plants. Two of them fall in the 
2,500 to 10,000 population category, but three have 
between 10,000 and 25,000 residents, and the other five 
have from 25,000 to 100,000 inhabitants. Nevertheless, 
here again it is the medium-sized and smaller cities, 
and not the larger cities, that have taken positive 
action to improve their economic status. This empha- 
sizes again that full awareness of the problem and 
unanimity of community spirit is needed to deal with 
such situations. 

In addition to the ten local corporations which were 
formed to acquire and sell or lease vacant industrial 
space, two industrial foundations which have built new 
plants have also purchased vacant factory buildings. 
The Danbury Industrial Corporation has taken over 
one existing plant, and the Laconia Industrial Develop- 
ment Corporation has acquired two. All of them were 
leased to new occupants with options to purchase. 


SOURCES OF CAPITAL 

The capital originally raised by the ten community 
development corporations varied from $10,000 in one 
town to $543,000 in the largest city in this group. Most 
of them raised from $23,000 to $51,000. Those relatively 
modest sums do not measure the efforts or the success 
of the foundations. Some of them have raised additional 
funds from mortgage loans, and most of them have used 
a large part of their rental income to alter, repair, and 
improve their plants. Eight of them have spent about 
$1,160,000 for renovations. 

Eight local development corporations raised funds to 
buy vacant plants through the sale of stock. One sold 
stock for $5 a share, two for $10 a share, two for $25 a 
share, and three for $100 a share. The five with low- 
denomination stock secured fairly wide distribution of 
ownership among the townspeople. The foundations 
which sold $100 stock relied more heavily on the 
businessmen of the community. 

Two foundations did not sell stock. In Nashua, time 
was important after Textron announced that it was 
closing its mills. The Nashua-New Hampshire Founda- 
tion went after big contributions. Four local manu- 
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facturers and three local banks each bought $15,000 of 
114 per cent notes of the foundation. The foundation 
then purchased all of Textron’s holdings for $500,000, 
of which $100,000 was paid in cash. Textron took a 
mortgage for the balance. 

The Greater Portland Public Development Commis- 
sion did not raise any capital by sale of stock. It ac- 
quired the West Yard of the South Portland shipyard 
from the federal government on a mortgage basis. The 
government left a small part of the West Yard out of 
the mortgage contract. The unmortgaged portion was 
sold by the development commission for $10,000, which 
was endorsed over to the government as down payment 
on the rest of the property. The development commis- 
sion then raised about $20,000 through salvaging copper 
wire and other materials left in the shipyard. That 
$20,000, plus rental income, has been spent in improving 
the buildings. 


ACQUISITION AND SALE OR LEASE OF PLANTS 

The ten community corporations set up to acquire 
idle plants have taken over 145 industrial buildings with 
about 10,700,000 square feet of floor space. Three of 
them bought just one medium-sized factory. The others 
acquired varying uumbers of buildings, ranging from 
two plants in one town to 40 industrial buildings in 
Manchester, New Hampshire. 

In each instance one large manufacturing concern had 
operated the buildings. Most of the local corporations 
have subdivided the property taken over and sold or 
leased individual buildings or parts of buildings to 
new occupants. In that way the corporations have been 
able to get several concerns into property formerly 
operated by one large concern and diversify the indus- 
trial base of the community. There are now approxi- 
mately 175 concerns operating in the plants formerly 
occupied by only ten companies. These concerns cur- 
rently employ about 18,600 persons. 

None of the community corporations was set up as a 
money-making proposition for the stockholders. The 
paramount objective in each instance was to bring new 
occupants into idle buildings and increase the industrial 
payroll of the community. In view of that purpose, 
plants were sold or leased at very reasonable prices. 
The rentals charged by the various corporations range 
from 71% to 35 cents a square foot a year. 

Some of the real estate corporations have made 
efforts to sell their plants, and most of them have been 
willing to sell some or all of their holdings to their 
tenants. Sale of the buildings has enabled the stock- 
holders to get their money back sooner than if the 
corporation continued renting the plants. It has been 
the policy of Ware Industries, Inc., however, not to sell 
any of its property. Ware Industries owns a steam and 
power plant and sells power, process steam, heat, and 
light to its tenants. It believes that its combination of 
factory buildings and power plant is most effective for 
its operations. 

In addition to Ware Industries, three other founda- 
tions have taken over steam or power plants in addition 
to vacant industrial space. They have operated those 
plants for the benefit of their tenants, selling process 
steam, heat, light, and power at reasonable rates. The 
operation of steam and power plants has been successful 
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for most of the corporations. In fact, Ware Industries 
derives a larger portion of its income from the sale of 
heat, process steam, light, and power than it does from 
rental income. 


OPERATIONS OF THE FOUNDATIONS 


The corporations in Ware, Manchester, Nashua, and 
Portland have paid staffs to handle day-to-day opera- 
tions. They took over large quantities of floor space 
and found it necessary to have full-time managers. The 
corporations which acquired smaller amounts of space 
have not required full-time managers or staffs. Public- 
spirited businessmen have given their time to manage 
the affairs of those corporations. 

Two of the foundations organized to take over 
existing plants have also constructed new buildings. 
Amoskeag Industries succeeded in selling or leasing 
practically all its industrial space by 1948, as we have 
already indicated. It built a new plant last year which 
was leased to concerns that wanted space in Man- 
chester. Ware Industries has built a new $1,000,000 
steam plant. 

In addition to the corporations which already have 
built new plants, the Nashua-New Hampshire Founda- 
tion and the Greater Portland Public Development 
Commission intend to build new factories when the 
space already owned is fully occupied. The Berlin In- 
dustrial Realty Company and the Newmarket Indus- 
trial Associates are currently considering the construc- 
tion of new plants, since they have no more available 
space. Ware Industries would also like to build new 
factories so that more industrial concerns can locate in 
Ware. It hopes to re-finance its obligations for the new 
steam plant over a longer period of time so that it will 
be able to use part of its rental income to construct new 
industrial space. 


FINANCIAL SUCCESS 

In addition to their accomplishments in bringing new 
and diversified industries into factories that were idle, 
most of the development corporations have also been 
successful financially. Most of them have repaid all 
borrowed money, and those that are still in debt are in 
satisfactory positions to repay their debts. 

Three corporations have repaid their stockholders in 
full. When the Rochester Factory Holding Company 
sold its plant in 1947, it paid each stockholder the full 
amount invested. When the corporation was liquidated, 
each stockholder received a final dividend of $20.52 
for each share of $25 stock. In 1937 Amoskeag Indus- 
tries gave its stockholders a 25 per cent cash dividend 
and five-year notes bearing interest at 6 per cent for the 
full amounts they had invested. The notes have been 
paid off, and the corporation has paid cash dividends 
to its stockholders from time to time. Since 1944 the 
stockholders have received $96 in cash dividends for 
every $100 share of stock they hold. The Woonsocket 
Community Enterprise repaid its stockholders in full 
when it was liquidated after selling its mill. 

The other corporations have not yet repaid their 
stockholders the full amount they invested, though 
three of them have paid dividends from time to time as 
their financial conditions have permitted. Those divi- 
dends ranged up to 75 per cent of stock investment. 
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Two other corporations have not yet paid any divi- 
dends, but they are considered successful by their 
stockholders since they have increased the industrial 
payrolls of the communities. 


OTHER AIDS AND ACTIVITIES 


Some of the foundations have further aided their 
smaller tenants by furnishing certain engineering and 
managerial assistance. The corporations which own 
steam and power plants have had to maintain crews of 
engineers and maintenance men. They have allowed 
those men to aid their tenants in particular problems 
which they have been equipped to handle. The managers 
of the larger corporations have also extended managerial 
advice and assistance to their tenants whenever they 
could help. In addition, four of the foundations which 
own large properties have furnished watchman service 
for their tenants. 

One community corporation that has purchased 
vacant mills has also engaged in a number of other 
developmental activities. The Pittsfield Industrial De- 
velopment Company was formed in 1919 to purchase 
and hold for future industrial development a 230-acre 
tract of land that was placed on the market at that 
time. The development company raised $98,000 by the 
sale of $100 stock. Since only part of that sum was 
needed to buy the land, the rest was reserved to aid in 
the development of Pittsfield. The Pittsfield Industrial 
Development Company has used part of its funds to 
make loans, both to new companies which it helped to 
establish in Pittsfield and to existing concerns which 
required assistance during periods of financial difficulty. 
It bought ten per cent of the capital stock in a new 
company which was organized in Pittsfield to succeed 
another company. It paid the first year’s rent and the 
moving expenses of three concerns which located in 
Pittsfield during the thirties. It also encouraged cheaper 
homes for workers by making residential building sites 
available at low cost, in addition to encouraging in- 
dustrial development by providing good industrial sites 
at reasonable prices. All those activities were in addi- 
tion to its purchase of two vacant plants for lease to 
new occupants. 


Private Real Estate Groups 

In addition to the community corporations in New 
England which have taken over vacant mills and sold 
or leased them to new occupants, a number of private 
corporations and individuals have engaged in similar 
activities, often on a very profitable basis. 

The activity of private corporations and individuals 
seems to have occurred in communities which did not 
organize and carry out a local development program. 
The accomplishments of the private real estate groups 
have often been quite similar to those achieved by 
community-sponsored development corporations. The 
private corporations, however, have naturally sought 
to obtain profits from their investments. 

In Lawrence, Massachusetts, the Everett Mills liqui- 
dated in the late 1920’s. A local bank held a mortgage 
on the buildings and hired a realtor to manage the 
property. The realtor was so successful in selling and 
leasing space that the bank allowed him to assume 
responsibility for the mortgage, and he has continued 
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to manage the property as a profit-making enterprise. 
The manager has sold some of the buildings and has 
leased other space. 

The tenants pay reasonable rentals and receive good 
service. The buildings are completely filled and there 
is a waiting list for available space. There are now 
approximately sixty firms located in the property. They 
have about five times as many employees as the com- 
pany which formerly occupied the buildings. 

In Lonsdale, Rhode Island, the Ann and Hope Mills 
remained vacant from the early part of the depression, 
when the Lonsdale Company abandoned it, until World 
War II. During the war the Navy leased the buildings 
for storage purposes. After the war a group of three 
men bought the mills. They began renovating the build- 
ings, subdividing them, and leasing space at reasonable 
rates. The owners have spent about $250,000 in reno- 
vating the mills so far, and have not yet completed the 
job. Most of the concerns which have come into the 
mills are newly started firms. The owners have co- 
operated with their tenants and have assisted them with 
their problems. They have charged reasonable rentals 
of from 15 to 40 cents a square foot per year for heated 
space. They have also recognized the financial problems 
of newly organized concerns and have adopted a flexible 
rental-collection policy. 

Some of the newly started businesses in the Ann and 
Hope Mills could not solve their problems and went out 
of business, but the stronger ones have grown steadily 
and have taken on additional space. Consequently, the 
entire 450,000 square feet of floor space is now occupied, 
and some tenants need additional space. 

The subdivision of the Ann and Hope Mills is paying 
substantial dividends to the community in the form of 
stabilized employment far above the former employ- 
ment level. There were no employees in the mills for 
many years, and the Lonsdale Company employed only 
about 800 when it operated full-time. The 22 concerns 
which are leasing space in the property now employ 
about 1,300 workers. Their total annual payroll is ap- 
proximately $3,500,000. 

These two examples illustrate the achievements of 
this type of enterprise. Many other private corpora- 
tions and individuals have engaged in similar activities 
in New England. 


Recently Organized 
Industrial Foundations 


Interest in industrial-foundation programs has in- 
creased as a result of their past success in communities 
which have organized them to build new plants or 
take over idle plants. More and more communities are 
beginning to recognize that they must have desirable 
space available to offer manufacturers if they hope to 
get them to locate in their communities. A number of 
New England communities have recently formed in- 
dustrial foundations which are ready to operate. 

These foundations are not casting about for fly-by- 
night concerns looking for subsidies. The leaders of the 
communities are willing to marshal their ability and 
efforts behind sound industrial development. They 
realize the importance of having a program ready to 
go into action before a crisis threatens. When a com- 
pany is choosing a new location, events generally move 
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so fast that a community loses out if it does not have a 
plant available or a plan ready for the construction of 
a suitable plant. The company may not be able to wait 
until a community organizes a foundation, raises money, 
and erects a plant. 

Franklin Developments, Inc., was organized in 1945 
in Franklin, New Hampshire, by local businessmen to 
raise funds for furthering the industrial development of 
the community. Although Franklin Developments as 
yet has no record of tangible achievement, it is working 
on a project which will involve the renovation and 
enlargement of an industrial building for a manufac- 
turer. It is also working on another project to construct 
a new building for a prospect should he decide to locate 
in Franklin. Stock subscriptions for $30,000 have 
already been received. The subscriptions will be called 
when the money is needed. 

Holyoke Industries, Inc., was established in Holyoke, 
Massachusetts, in 1946. It has an authorized capital 
stock of $100,000, of which a small amount has been 
issued. The foundation is available, on a stand-by basis, 
to aid business by constructing plants for lease. It may 
also make loans, endorse commercial paper, or buy the 
capital stock of industrial concerns if and when the 
need arises. Holyoke Industries will only function in 
situations which regu'ar financial channels cannot 
handle. The fund has been inactive until now because 
business has been good and there has been no need for 
its services, and because the Holyoke Water Power 
Company has been supplying the need for industrial 
space by buying, renovating, and leasing old buildings. 


OTHER NEw FounDATIONS 


In Lawrence, Massachusetts, the Greater Lawrence 
Industrial Corporation was chartered March 30, 1950, 
to help retain Lawrence’s major industries, to aid in 
the development of its smaller industries, and to attract 
desirable new firms. This nonprofit corporation was 
sponsored by the Chamber of Commerce to provide 
risk capital where traditional financial channels could 
not fill the need for equity capital. The Chamber 
realized that it could not talk to a concern about such 
things as a leasing arrangement without a foundation 
in existence ready to construct a plant. 

This nonprofit corporation will have only a nominal 
capitalization. It will raise no money until it has a 
definite proposition. Funds will be obtained from loans 
secured by the notes of the Greater Lawrence Indus- 
trial Corporation. In the opinion of its sponsors, the 
corporation will be able to raise whatever money is 
needed without difficulty, on the basis of what has 
already been pledged. They eventually hope to have a 
rotating fund immediately available which can be 
loaned out and amortized over a period of time. 

Lack of industrial space has hampered the industrial 
development of Portsmouth, New Hampshire. Concerns 
that have wanted to locate in Portsmouth have had to 
go elsewhere. To meet that need and to help solve the 
city’s unemployment problem, the Industrial Founda- 
tion of Portsmouth was established in May 1950 as a 
nonprofit corporation. The corporation was formed to 
assist manufacturers who wished to locate in Ports- 
mouth by developing, leasing, and selling industrial 
sites; by providing factory space through the purchase 
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or construction of plants for sale or lease; and by 
making funds available for loan to or investment in 
industrial concerns. 

The Industrial Foundation of Portsmouth hopes to 
get insurance companies or banks to underwrite from 
60 to 70 per cent of the cost of new buildings. The 
foundation plans to provide equity capital for the re- 
mainder of the cost. It will not provide financial aid for 
a concern unless the firm signs a 20-year lease and is a 
reputable firm likely to remain in business. 

Another foundation was also established in May 
1950. The Northampton (Massachusetts) Industrial 
Realty Development Corporation was founded to pro- 
mote the economic development of the city by acquir- 
ing sites and buildings for industrial use, by construct- 
ing plants for new industry on a lease basis, and by 
having money available for loans which banks cannot 
handle. The intent is to have methods established for 
handling a wide variety of industrial needs. 

The Northampton foundation has been capitalized 
at $125,000, and stock is being sold for $10 a share in 
order to foster wide participation. The corporation 
plans to use its capital as a margin of safety and get 
banks and insurance companies to provide the remainder 
of the necessary financing. 

In Pittsfield, New Hampshire, the closing of a textile 
company and the resulting unemployment has stirred 
the townspeople to take steps to strengthen the economy 
of the community. Businessmen have recently formed 
a community finance corporation, Pittsfield Industries, 
Inc., capitalized for $50,000. Stock is currently being 
sold at $25 a share. The foundation is expected to bring 
new industry to Pittsfield by purchasing the vacant 
buildings of the Pittsfield Mills or by building a new 
industrial plant. 

New London, Connecticut, does not have an indus- 
trial foundation, but since 1947 it has had a plan for 
financing new plants which is closely akin to the foun- 
dation idea. The New London Plan offers qualified 
concerns 100 per cent financing at low rates for land 
and a factory built to specification for either long- 
term rental or amortized ownership. A private concern 
will arrange financing, mainly through insurance com- 
panies. Under the plan a qualified firm can have a new 
plant built to its specifications without any capital out- 
lay at an annual rental of about fifty cents a square foot 
for twenty years. At the end of twenty years the tenant 
can either purchase the plant at a low figure or extend 
the lease at a reduced rental. The New London Plan 
has not yet been used, principally because most con- 
cerns that qualify are highly rated and can build new 
plants without the plan’s assistance. 


Communities Considering the 
Establishment of Industrial Foundations 


Several New England communities are currently 
considering the formation of some type of industrial 
foundation to raise local risk capital to construct new 
plants, to make space available in old plants, or to pro- 
vide other types of financial aid for deserving industrial 
concerns. Their planning is in various stages of develop- 
ment. Among those communities are Haverhill, North 
Adams, Gloucester, Worcester, Fall River, and Quincy, 
Massachusetts; Bellows Falls, Brandon, Bennington, 
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Swanton, Springfield, St. Johnsbury, and Rutland, 
Vermont; Norwich and Middletown, Connecticut; 
Coventry, Rhode Island; and Bangor, Maine. This list 
is necessarily incomplete because leaders in more and 
more communities are awakening to the need for action 
of this type to stimulate their industrial growth. Al- 
though none had formed a new foundation by the end 
of June, one can reasonably expect to see such organiza- 
tions established in many of them in the near future. 


Other Community Industrial 
Development Plans 

Many New England communities, in addition to 
those that have formed local corporations to provide 
plant space and otherwise aid manufacturers, are 
handling their industrial-development problems in 
other ways. Some, as New Bedford, Massachusetts, 
and Warwick, Rhode Island, have set up industrial- 
development commissions that are financed by appro- 
priations from the municipal government. Others rely 
chiefly on the industrial-development or new-industries 
committees of their chambers of commerce. In some 
communities the local chamber of commerce or the city- 
financed industrial commission evidently has been so 
successful that there has been no need for an industrial 
foundation. In other communities those efforts have 
been inadequate. 


Conclusions 


Many New England communities have found ways 
of solving their industrial problems by local effort with 
the aid of the plans described above. From within the 
communities have come the foresight and enlightened 
self-interest which must provide the foundation for any 
soundly operated plan for industrial development. The 
communities which formed development corporations 
realized that they could not wait for nature to take its 
course. They took positive action to create an expand- 
ing industrial base which would benefit all members of 
the community. 

The industrial-foundation device has proved to be 
remarkably successful in the New England communities 
where it has been used. The achievement of increased 
employment and payrolls and industrial diversification 
by the local development corporations shows what can 
be accomplished on the local level when there is a will 
and determination to encourage industrial development. 

The funds raised by industrial foundations provide a 
margin of safety which makes it possible for estab- 
lished institutions to aid in financing projects in which 
they would otherwise not be able to invest. Conse- 
quently, the community corporations can be used not 
only to attract industrial firms from one location to 
another, but also to assist the growth of existing indus- 
try and to stimulate the establishment of new concerns 
in a community. 





Monthly Review articles may be reprinted 
in full or in part provided credit is given to 
the Monthly Review of the Federal Reserve 
Bank of Boston. 
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New England Industry Steps Up Activity 


The rise in industrial orders and output gained 
further momentum in New England between the first 
of April and the end of June. Businessmen became more 
convinced that the recovery which began last August 
would continue for several more months, although they 
remained cautious about the longer-term outlook. The 
purchases of manufacturers increased to match heavier 
orders for their own products, but they did not greatly 
lengthen their buying periods. Larger sales kept pace 
with rising production, and inventories of both raw 


materials and finished goods rose only moderately 
during the period. ora 
NEW ORDERS received by Massachusetts manufac- 


turers in May exceeded those of May 1949 by 33 per 
cent, according to the Associated Industries of Massa- 
chusetts, as a result of increased activity in the durable- 
goods categories. Electrical apparatus led in the 
resurgence of new orders, although primary metals and 
nonelectrical machinery also registered sharp improve- 
ment over their performance of last year. The other 
durables showed smaller gains. The paper and printing 
group was the only nondurable-goods classification for 
which orders increased in May over those of the same 
month last year. Increases in orders were noted in all 
the soft-goods lines between April and May, however, 
particularly in chemicals and leather and shoes. 

The strength in most branches of New England in- 
dustry reflected the general rise in output throughout 
the United States. The Federal Reserve Board’s index 
of industrial production in May almost reached its 1948 
peak, and preliminary data for June indicate that it has 
penetrated the former peacetime ceiling. Freight car- 
loadings in this region have risen from their slump of 
last year, and motor freight tonnage has run well ahead 
of the 1949 figures. 

Wholesale prices spurted upward during the second 
quarter along with industrial production, after a more 
gradual rise during the first three months of 1950. 
Foods and farm products led the increase, though the 
prices of manufactured products moved up strongly in 
May. In June, the average of wholesale prices flattened 
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out again despite some additional increases in prices 
for certain industrial raw materials. 

Other measures of business activity in New England 
also signified favorable conditions. Electric power out- 
put in each month exceeded last year’s output by ten 
per cent or more. Construction continued to boom in 
the region as the value of total contract awards from 
April 1 to June 15 exceeded that in the same period of 
last year by 71 per cent. Residential building took the 
lead with a year-to-year gain of 93 per cent, aided 
greatly by a 198 per cent increase in contracts for 
public housing projects. All types of nonresidential 
building and construction except social and recrea- 
tional structures showed gains for the period. Com- 
mercial building came back strongly from its slump of 
last year. Even industrial building recovered slightly. 


Manufacturing Employment Slow to Rise 


Despite the rise in construction and manufacturing 
activity, employment in New England made only 
moderate gains during the second quarter. In May, 
manufacturing employment was 1,334,000, only 30,000 
higher than it had been in May 1949 and 263,000 lower 
than the peak postwar figure for February 1947, Pre- 
liminary reports indicate that factory employment 
showed a further increase in June, but the loss from the 
postwar peak remained large. As a result of productiv- 
ity increases, the region’s factories could turn out more 
goods per worker than ever before. Production would 
have to soar far above all previous peacetime levels to 
absorb the number of manufacturing employees at 
work in February 1947. 

The New England employment situation during the 
second quarter was similar to that in the United States 
as a whole, but the large proportion of high-unemploy- 
ment areas in the region accentuated the local problem. 
Even though unemployment had declined somewhat, 
the 117,000 initial claims for enomnployaien compen- 
sation filed during May were only 27 per cent fewer than 
those entered in May last year, when the 1949 recession 
was already well advanced. Similarly, the average of 
229,000 continued claims during May was but 24 per 
cent lower than the corresponding figure for May 1949. 

Another cautionary factor was the level of business 
failures. The number of failures in May was the same as 
that in May a year ago, and the liabilities of the bank- 
rupt firms were only seven per cent smaller. 

The volume of dollar sales for May in New England’s 
independent retail stores exceeded that in the same 
month a year ago, however, by more than five per cent. 
Consumers bought automobiles, building ma- 
terials, furniture, television sets, and household ap- 
pliances in amounts more than sufficient to offset de- 
clines in the purchase of apparel, accessories, jewelry, 
and the services of eating and drinking places. For the 
first five months of 1950, total retail sales of these 
stores exceeded those of the same period last year by 
approximately two per cent. 

Industrial, commercial, and agricultural loans in New 
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England rose sharply in June after holding relatively 
steady from January through May. Businesses evidently 
stepped up their borrowing to finance expanded pro- 
duction and larger merchandise inventories. The total 
of outstanding business loans rose above the year-ago 
figure in June for the first time this year. 

New England’s employment in nonmanufacturing 
activities during the second quarter rolled along about 
one per cent below the levels for April, May, and June 
last year. It has been slow to reflect the increase in 
manufacturing activity and income, despite the aid of 
a five per cent rise in construction employment since 
last year. State and local governments in May had 
7,300 more employees than they did in May 1949, and 
there was also a small employment increase in the 
finance, insurance, and real estate category, but all 
other groups showed reduced employment. The decline 
from a year ago was particularly large for wholesale and 
retail trade. All categories of nonmanufacturing em- 
ployment except that of the federal government, never- 
theless, increased between April and May. 


Durable-Goods Employment Rises 


The New England manufacturers of durable goods, 
especially those for industrial users, were slow to share 
in the recovery from the 1949 recession. Their new 
orders, production, and employment rose gradually 
during the first quarter of 1950 and more sharply during 
the second quarter. It was not until May 1950 that 
employment by the producers of durables pulled ahead 
of the year-ago total. 

Despite their slow initial recovery, the producers of 
machinery and electrical apparatus in the region con- 
tributed strongly to the improved business situation 
during the second quarter. They added 4,500 workers 
to their payrolls from April to May and still more in 
June. Their new orders continued to grow as other 
manufacturers looked ahead more optimistically and 
stepped up their modernization and expansion programs. 

Employment by the electrical-apparatus industry in 
May 1950 exceeded that of May 1949 by more than 
eight per cent. The production of television components 
and apparatus in the region continued to rise rapidly. 
Appliance output was stepped up, and the demand for 
electrical equipment for industrial and military use 
improved. Utility buying remained strong. 
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Despite the increased output of nonelectrical ma- 
chinery in New England, employment by the industry 
in May was still three per cent lower than it had been 
in May 1949. The outlook for machine tools improved 
markedly, however, as new orders received by tool 
builders throughout the nation climbed in May to a 
four-year high after an irregular rise since last fall. A 
good response to the textile-machinery show in May 
produced new orders for New England plants. Prospects 
improved as textile manufacturers sought new ma- 
chinery to improve their competitive positions. 

The iron and steel industry in New England also ex- 
perienced improvement during the second quarter. Out- 
put and employment by producers of the primary metal 
exceeded those of a year ago, and fabricators of such 
finished products as heating equipment benefited from 
the quickened pace of manufacturing and construction 
activity. Foundries and machine shops in the region, 
however, were not yet up to the employment level of 
May 1949. 

Output and employment by the region’s producers of 
automotive parts and assemblies continued at a high 
level, but shipbuilding and aircraft-parts production 
dropped after the beginning of the year. Repair work 
at the shipyards was not enough to compensate for the 
decline in contracts. 

Producers of nonferrous metals shipped more prod- 
ucts in May than they had for three and a half years, 
and the high level of activity apparently continued in 
June. Record postwar orders received in May pointed 
to sustained high output for an indefinite time to come. 

The large volume of construction aided producers of 
lumber, furniture, and stone, clay, and glass products 
to maintain or increase their output and employment 
in New England during the second quarter. Employ- 
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ment in the stone, clay, and glass industry in May ex- 
ceeded that of a year ago by nine per cent, the greatest 
gain for any of the durable-goods industries. The heavy 
demand for both softwood and hardwood lumber con- 
tinued throughout the quarter in the face of short sup- 
plies. Lumber prices rose sharply during the quarter, 
but some observers feel that the market will be in bal- 
ance again within a few months. Consumer demand also 
maintained the pressure on most furniture manufac- 
turers. New orders gained contra-seasonally and prices 
advanced slightly. 


Vondurables Decline Seasonally 


The manufacturers of nondurable goods, most of 
whom produce for consumer markets, made their great- 
est post-recession gains during the fourth quarter of 1949. 
They maintained relatively stable employment during 
the first few months of 1950, then responded to seasonal 
forces as employment declined in May. Despite the 
drop from the April total, the year-to-year gain in 
employment by the nondurables was greater than that 
of the durables as a result of substantial improvement 
in the region’s textile industry. 

Textile employment in the second quarter of 1950 
was about 25,000 above its postwar low in the same 
quarter a year ago. Mills producing automobile, up- 
holstery, and housefurnishings fabrics shared in the 
strong position of the automobile, furniture, and hous- 
ing industries. Merchandising skill and foresight in 
selection of products helped to sustain employment in 
other mills among all divisions of the industry, but the 
slowness in retail sales of apparel, especially dresses, 
discouraged orders for fabric replacements. Towards 
the end of the quarter, orders for woolens and worsteds 
improved as prices edged upward. Retailers placed 
orders for a larger percentage of their fall requirements 
of apparel than they did a year ago. 

During the first half of the year sales of New England 
apparel manufacturers were generally below the levels 
of a year ago. Employment in May was four per cent 
lower than it had been in May 1949. By the end of May, 
however, there were signs that the slack period was 
coming to an end. Both manufacturers and retailers are 
optimistic that the recent upward trend in retail sales 
will continue. 

After a busy first quarter, activity in New England 
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shoe factories fell off seasonally during April and May. 
Layoffs and reduced workweeks were prevalent in all 
shoe centers, though employment in May was only one 
per cent below that of May last year. Some pickup in 
activity was apparent at the end of the quarter, as pro- 
duction for the new season got under way. This year 
retailers have been slower in placing orders than they 
were a year ago, but manufacturers are confident that 
fall business will shape up as well as last year. Inven- 
tories are in good condition and shoe sales at retail have 
held up well. Tanneries have been fairly busy meeting 
needs for fall and winter shoes, though operations have 
been scheduled closely to the volume of orders at hand. 

In the costume-jewelry industry spring business fell 
short of expectations, and the post-Easter seasonal 
slump has been sharper than usual. A slight pickup was 
noted in mid-June, but no general improvement is ex- 
pected until after the July vacation period. Production 
at silverware plants has been steady. 

Pulp and paper manufacturers in New England main- 
tained capacity production throughout the quarter 
without gaining on consumer demand. Pulp prices 
pushed upward sporadically and preceded a probable 
rise in most paper prices. Newsprint paper remained in 
short supply despite maximum production. Increases 
in printing and publishing activity have accompanied 
the high level of paper production, despite some local 
reductions. May employment in each industry exceeded 
that of May 1949. 

Employment in the New England chemical industry 
in the second quarter was slightly lower than it was a 
year ago. During the quarter, there were seasonal de- 
clines in soap, pharmaceuticals, and plastics, but heavy 
industrial chemicals, cosmetics, fertilizers, and ink held 
up well. 

The highlight in the rubber-products industry during 
the second quarter was the rapid rise in prices of natural 
rubber to a 22-year peak. Tire prices have already ad- 
vanced, and manufacturers contemplate further in- 
creases in prices for tires and other products. Employ- 
ment in the industry has been close to last year’s level, 
though activity at rubber-footwear plants has been 
slow. Tire plants are producing at top speed, and two 
firms in the region have announced expansion of facili- 
ties for foam rubber products that will provide 700 
additional jobs. 
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Summer Vacation 


Travel Heavy 


but... 


VACATION LODGING PLACES in New England expected to 
entertain about one per cent fewer guests this summer 
than last, according to reports from a representative 
group of establishments: This conclusion has been 
reached after examination of 400 confidential reports to 
the Vacation Business Index from operators of vacation 
lodging places throughout New England. The sample 
included only those lodging places that are dependent 
upon the vacation and tourist business for more than 
half of their annual income and included every type and 
size of lodging place. 

The total business reported by all lodging places in 
June 1950 was about one per cent above that in June 
1949 when measured in gross receipts, and about equal 
to the business of June a year ago when measured by 
guest occupancy. On May 30 the same lodging places 
had expected June guest occupancy to be about five per 
cent above that of June a year ago, according to meas- 
ures of advance reservations at that time. Business, 
however, did not quite reach expectations, probably 
because the weather was not nearly as hot and dry this 
June as it was in June 1949. Much of the June business 
is of the “spur of the moment” variety, and weather 
plays a very large part in its success or failure. 

July and August business, on the other hand, com- 
prises a very high percentage of reservation business and 
planned vacation trips. For this reason, measures of 
reservations have proved remarkably accurate in indi- 
cating future business direction regardless of weather 
conditions. The current survey did not appraise the 
effect of the Korean situation which was only five days 
old on June 30, the cut-off date for reporting registra- 
tions in July and August. The lodging place proprietors 
were justified, therefore, in assuming that reservations 
would again indicate trends for summer business. 

Advance reservations on June 30 at all vacation lodg- 
ing places for July were about two per cent below July 
reservations held by the same lodging places a year ago. 
At that time, therefore, the New England vacation 
lodging business could expect two per cent fewer guest 
nights in July 1950 than in July 1949. In June the aver- 
age expenditure per person remained about the same as 
the level a year ago, and it appeared at that time that 
July receipts might also lag by about two per cent. The 
full impact of conversion to the war effort and of 
stepped-up consumer buying of goods expected to be 
scarce will not be known until the actual July measures 
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are available. Any statement that July business is off 
more than two per cent is pure conjecture at the 
present time. 

For the first time in a number of years hotel and 
tourist people were hopeful that August business would 
be better than July business when expressed in terms of 
percentage changes from a year ago. During the past 
few years business in August has not shown as much 
growth as in July. In 1949, tourist business was actually 
larger in July than in August for probably the first time 
in recent years. August business at hotels, however, 
was still the largest for any month in the year, but its 
advantage had declined. 

The lodging places had justification on June 30 for 
expecting that they would entertain about the same 
number of guests this August as last, according to 
measures of advance reservations. 

Measures of total vacation business trends are impor- 
tant for estimating the vacation market. For planning 
purposes it is important to know more about the char- 
acter of the business. Is it long-stay or tourist business? 
To measure the long-stay and tourist business separately, 
the many different types of lodging places were classi- 
fied into two groups. Various tests have shown that the 
most practical separation of long-stay and overnight 
business is obtained by separation into all-service and 
limited-service establishments. Application of this for- 
mula indicates that the long-stay business is best 
measured by the business of resorts, hotels, inns, hotels 
with cottages, vacation resorts with central dining 
facilities, adult or family camps, sporting camps, and 
large restaurants with a small lodging business. The 
short-stay or tourist business is best measured from the 
business of guest houses, cabins, motor courts, and 
housekeeping cottages. 

The long-stay or, for lack of a better name, hotel- 
type business of New England vacation lodging places 
gave every indication on June 30 that occupancy would 
be about one per cent better in the summer of 1950 than 
it was in 1949. Since the average expenditure per person 
on a year-to-year basis had declined by three per cent 
in the early months of the year, it was doubtful whether 
the guests in 1950 would leave as much money as did 
the guests in 1949. 

Occupancy in the hotel-type establishments was about 
three per cent better in June 1950 than in June 1949. 
Advance reservations indicated that July occupancy 
might be almost two per cent below occupancy a year 
ago in July. Potential guests, however, had reserved 
sufficient space to indicate that the August house count 
would be three per cent larger than in the same month a 
year ago. 

For the first time since the war the tourist lodging 
place operators who had been in business two or more 
years were a little pessimistic about summer business. 
Guest occupancy at the established tourist lodging 
places was expected to be almost two per cent smaller 
this summer than it was last summer. The most fre- 
quent reason given for this decline is the tremendous 
amount of new space added in recent years. 

Occupancy at tourist lodging places in June 1950 was 
about two per cent below that of a year ago. Advance 
reservations for both July and August were more than 
one per cent below those held on June 30 a year ago. 
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COTTON SYSTEM SPINNING ACTIVITY 
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Spindle hours in New England during May exceeded 
t ose in April by 0.7 per “cent and the level in April 
1949 by 31.3 per cent. The nation reported a com- 
parable month-to-month rise of 1.8 per cent and a year- 
to-year increase of 22.4 per cent. 
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New England accounted for 31.1 per cent of U. S. shoe 

output in April, one percentage point lower than in 

April 1949. In the Tos. -Apr. period this year, the 

region’s share exceeded the comparable figure in 1949 

by .6 of a percentage point. 
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The volume of bank debits increased considerably 
from April to May 1950, in contrast to a slight change 
from April to May in 1949, because of an extra work- 
ing day in May 1950. All reporting New England cities 
partic ipated i in the 1950 increase. 
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June ond Dec. Weebly Averages Weekly 1950 
Commercial, real estate, and consumer loans rose 
further in June. At the month’s end total loans were 
about $100 million above the level at the end of 1949. 
Investments have been stable. Increases in “other 
securities” offset small declines in governments. 
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The velocity of deposit turnover in the New England 

district followed 1949 rates quite nen 4 during the 

first four months of 1950. It pn upw ard during May 

and reflected the extra business day for check trans- 

actions in 1950. 
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Yields on Treasury securities continued to increase 
moderately in June, and reached levels somewhat 
above those of a year ago. The Federal Reserve Sys- 
tem permitted a strong demand for credit to be re- 
flected in further small i increases in short term rates. 
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